
& PLLC 

A T T O R N E Y S  

November 9,2009 

Jeff R. Derouen 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-06 15 

421 West Main Street 
Post Office Box 634 
Frankfort, I<? 40602-0634 
[502] 223-3477 
[502] 223-4124 F ~ x  
wwwstites corn 

Mark R. Overstreet 
(502) 209-1219 
(502) 223-4387 FAX 
rnoverstreet@stites.com 

RE? Case No. 2009-003 16 

Dear Mr. Derouen 

Enclosed please find and accept for filing the original and ten copies of Kentucky Power 
Company’s responses to the Staffs Supplemental Data Requests from the October 28, 2009 
Informal Conference. 

Copies of the responses are being served on counsel for the Kentucky Industrial TJtility 
Customers, Inc. and the Attorney General. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE 

PUBLIC SERVICE COMMISSION OF KENTUCKY 

IN THE MATTER OF: 

AN EXAMINATION BY THE PUBLIC SERIVCE ) 
COMMISSION OF THE ENVIRONMENTAL, ) 
SURCHARGE MECHANISM OF I@,NTUCICY ) CASE NO. 2009-00316 
POWER COMPANY FOR THE TWO YEAR ) 
BILLING PERIOD ENDING JIJNE 30,2009 ) 

I(ENTUCI<Y POWER COMPANY 

RESPONSES TO COMMISSION STAFF’S OCTOBER 28,2009 
INFORMAL CONFERIENCE DATA REQUESTS 

November 9,2009 



VERIFICATION 

COMMONWEALTH OF ICENTIJCKY ) 
COUNTY OF FRANKLIN ) CASE NO. 2009-00316 

The undersigned, Errol Wagner, being duly sworn, states lie is tlie Director of 

Regulatory Services for Kentucky Power Coiiipany, that lie lias persoiial lciiowledge of 

tlie matters set forth in the Data Respoiises for which lie is ideiitified as tlie witness, and 

the answers contained therein are true aiid correct to the best of his iiiforiiiatioii, 

knowledge aiid belief. 

Subscribed aiid sworn to before iiie, a Notary Public in aiid before said County 

aiid State, this 5% day of>,& 2009. 

My Commission Expires: 

(SEAL) 
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Kentucky Power Company 

REQUEST 

Please refer to tlie Coiiipaiiy’s response to the Coiiiiiiissioii Staff Iiiforiiial Coiifereiice data 
requests dated October 7, 2009 Item No. 1, oii page 5 of 22. Please provide the formula used to 
calculate the Weighted Average Borrowed Interest Rate for the Short Teriii Debt. 

RESPONSE 

Tlie foriiiula used to calculate the Weighted Average Borrowed Iiiterest Rate for tlie Short Term 
Debt on page 5 o f  22 is ((Tlie Daily Short Term Borrowed Balance/ tlie Swii total for all daily 
Ralaiices drtriiig tlie selected time period) X tlie correspoiidiiig daily Borrowed Iiiterest Rate). 
Tlie result is the Weighted Average Borrowed Iiiterest Rate also for tlie given day. 

For example, for May 1, 2008 the Short Term Borrowed Balance of $37,719,817.39 is divided 
by $34,803,612,298.49 and the result is 0.00108379. Then the result of 0.00108379 is iiiultiplied 
by the Borrowed Iiiterest Rate for May 1, 2008 o f  3.1 1% to yield the Weighted Average 
Borrowed Interest Rate o f  0.003375%. 

WITNESS: Errol I .  Wagner 





IDS@ Case No. 2009-00316 
Commission Staff’s Data Requests 

October 28,2009 Informal Conference 
Item No. 2 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Please refer to the Coiiipaiiy’s respoiise to the Coiiiiiiission Staff Informal Coli~erellce data 
requests dated October 7,2009 Item No. 1,011 page 5 of 22. Please explain why the short term 
borrowed balaiice coluiiiii coiitiinies to change on the weekends? 

RESPONSE 

The reason the Short Term Borrowed Balance on page 5 of 22 coiitiiiues to change 011 the 
weelmids is that it is the daily accrued interest aiiiouiit. 

For exaiiiple looltiiig at Friday May 30, 2008, tlie Short Teriii Borrowed Balance is 
$41,663,308.18 and tlie aimual interest rate is 2.9148025% (2.91% rounded). Taltiiig the Short 
Teriii Borrowed Balance of $41,663,308.18 tiiiies the aiuiual interest rate of 2.9148025% arid 
dividing that result by 360 days result in a daily interest expense of $3,373.59. The borrowed 
balance for Friday May 30,2008 of $41,666,308.18 plus tlie interest expense of $3,373.59 results 
in a Saturday May 3 1, 2008 Short Term Borrowed Balaiice of $41,669,681.77. 

Taking the Saturday May 3 1, 2008, Short Term Balance of $41,669,68 1.77 times the aiiiiual 
interest rate of 2.9148025 aiid dividing that result by 360 days results iii a daily interest expeiise 
of $3,373.86. The borrowed balaiice for Saturday May 31, 2008 of $41,669,681.77 plus the 
interest expense of $3,373.86 results in a Sunday Julie 1, 2008 Short Teriii Borrowed Balance of 
$41,673,055.6.3 

WITNESS: Errol I< Wagner 
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Kentucky Power Company 

REQUEST 

Please refer to tlie Company’s respoiise to tlie Coiiiiiiissioii Staff Informal Conference data 
requests dated October 7, 2009 Tteiii No. 1, 011 pages 13 tlu.oug1i 22 of 22 (Accounts Receivable 
I; i 11 aiicing) . 

(a) There is 110 carrying cost charge for tlie weeltend balances. Why did the 
methodology appear to change .from tlie Company last eiiviroimeiital surcharge Case No. 2009- 
0003 8 wliere daily carrying cost charges were imposed for weelteiid balances? 

(b) When comparing tlie Daily Carrying Cost Charge rate column in Case No 2009- 
003 16 versus Case No. 2009-00038 tlie rate appears to be more volatile. Please give the reasons 
for tlie rate volatility. 

RESPONSE 

(a) Keiitucky Power factors its accounts receivable as a low-cost iiieaiis of financing. The 
Coiiipaiiy sells its accounts receivable each working day to AEP Credit, wliicli in turns sells the 
accounts receivable into tlie asset baclted coiniiiercial paper market. The cost oC tliis type of 
finaiiciiig is talteii as a deduction li-om the face value of tlie accounts receivable when purcliased 
by AEP Credit. For exaiiiple, I<eiitucky Power may receive $999.98 for each $1,000.00 of 
accouiits receivable. This deduction, wliicli represents tlie cost of financing over the period tlie 
accoiiiits receivable are repaid, is calculated as follows: (the value of the accounts receivable 
factored that day) X (AEP Credit’s weighted daily cost of capital) X (the projected period of 
time, based on past experience, over wliicli the bills underlying the accounts receivable will be 
paid). Of course, the bills underlying tlie accouiits receivable may be repaid over a period 
different tliaii estimated by AEP Credit at tlie time it purchased tlie accounts receivable. 

XJiitil early 2008, Keiitucky Power “trued up” the fiiiaiicing cost for each period’s accounts 
receivable to reflect AEP Credit’s actual cost of finaiicing For the period over wliicli the bills 
uiiderlyiiig tlie accounts receivable financed. This trued-up cost would be allocated to each 
caleiidar day (including noii-worlting days when Keiituclty Power did not sell its accouiits 
receivable) during the applicable period. 
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To sell tlie accounts receivable into the open market (the ultimate source of tlie iiiianciiig) the 
purchase agreeiiieiit between AEP Credit aiid Kentucky Power requires a “True Sale Opinion.” 
Tlie True Sale Opiiiioii is legal opinion fioiii iridepeiideiit couiisel tliat the sale of accouiits 
receivable by Kentucky Power to AEP Credit is a true sale wliereby I<eiitucky Power divests 
itself of all interest in tlie accounts receivable. In early 2008, iiidepeiideiit couiisel concluded it 
could not deliver a True Sale Opiiiioii if I<eiitucky Power and AEP Credit trued up tlie financing 
costs as it previously did. Rather, the opiiiioii required that tlie capital cost charges be calculated 
at the time of each A/R pircliase, wliicli occurs only 011 busiiiess days. Thereafter, in coiiforiiiity 
wit11 the opinion, Kentucky Power and AEP Credit no longer trued up tlie cost of iinaiicing. 

It is importaiit to lteep in iiiiiid that both before and after tlie new True Sale Opinion Keiitucky 
Power factored its accouiits receivable to AEP oiily 011 regular busiiiess days. Tlie only 
difference is that after the True Sales Opiiiioii Kentucky Power aiid AEP Credit no longer true up 
the costs. Rather, tlie credit cost charges are calculated at tlie tiiiie of the sales, wliicli do not 
occur on weelteiids or holidays. 

The response to tlie data request in Case No. 2009-00038 was prepared iisiiig tlie foriiier iiietliod 
wliereby the daily capital cost cliarges were calculated using AEP Credit’s daily cost of capital 
inultiplied by tlie outstanding A/R balance, iiicludiiig weekend balaiices. Tlie respoiise (pages 13 
to 20 of 22 of tlie Coiiipaiiy’s respoiise to Iteiii 4) in this proceeding (Case No. 2009-003 16) was 
prepared in coiiforiiiity with tlie requirements of tlie new True Sales Opiiiioii aiid tliiis does not 
show charges for weekelids aiid holiday wlieii no sales take place. Instead, tlie cost for tlie entire 
period over wliicli tlie accounts receivable are expected to be repaid (including weelteiids aiid 
holidays) is calculated on the day tlie accounts receivable are factored. That cost is recorded 011 

I<PCo’s boolts as tlie cost of factoring its accounts receivable. 

(b) 
in following the explanation below. 

The Coiiipaiiy has developed a 6 page attacluiieiit to this respoiise to aid the Commission 

Tlie apparent volatility is a result of tlie daily differences in tlie amount of accounts receivable 
€actored each day. By way of example, that amount can vary from approximately $860,000 on 
April 7, 2008 to approxiiiiately $8.4 iiiillioii 011 August 4, 2008. (See page 4, Coluiiiii D of 9 aiid 
page 5 Coluiiiii D of 9.) Under tlie foriiier True Sales Opiiiioii tlie aiiiouiit of accounts receivable 
factored 011 ally day did iiot directIy affect tlie calculation of tlie daily cost of capital. LJiider the 
iiew True Sales Opiiiioii tlie aiiiouiit of accounts receivable factored is aii iiidepeiideiit variable in 
tlie calculation of ICeiitucky Power’s “carrying cost charge” aiid ultiiiiately its “daily carrying 
cost charge.’’ Large cliaiiges in tlie aniouiit of tlie accounts receivable factored will lead to 
significant cliaiiges in tlie “daily carrying cost charge.” 

As reported in this case (2009-003 16), tlie “daily carrying cost cliarge” (pages 13 to 20 of 22 of 
the Company’s respoiise to Iteiii 4) is the weighted rate paid by Keiituclty Power to factor tlie 
accounts receivable on any particular date. It is calculated by dividing Kentucky Power’s actual 
carrying cost for tlie day in question by tlie accounts receivable balaiice as of the sanie day. As 
explaiiied in tlie answer to subpart (a) of this data request, Keiituclcy Power’s actual carrying cost 
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lor the day in questioii is calculated by iiiultiplyiiig tlie Company’s daily cost of capital by tlie 
previous montli’s average days outstaiidiiig aiid iiiultiplyiiig tliat product by tlie aiiiouiit of 
accoruits receivable €actored on that day. 

As reported in I(eiituc1cy Power’s iiiiiiiediately preceding case (2009-0003 8)’ tlie “daily carrying 
cost charge” was AEP Credit’s iiiteriial cost of capital. It was the “trued 1113’’ cost iel‘eired to in 
tlie respoiise to subpart (a) of this data request. 

Tlie difference in iiiaimer in which the “carrying cost charge,” which affects the “daily carrying 
cost charge,” was calculated, aiid the effect of changes in the amowit of accotmts receivable 
factored, is illustrated by coiiipariiig the lilies for April 1, 2008 aiid April 2, 2008 on page 4 of 9 
of this response. 

On April 1,  2008, AEP Credit’s iiiteriial cost of credit (coluiiiii (“b”)), wliicli was reported as tlie 
“carrying cost charge” in Case No. 2009-00038, was 0.0001 1. It caii be calculated by the 
clividiiig tlie daily carrying cost cliarge for April I ,  2008 (the trued up aiiiouiit by wliich tlie 
accounts receivable that were factored that day were discounted) (coltuiin “c”), by I<eritrrclcy 
Power’s accouiits receivable balaiice (coluiiiii “a”). 

For April 1, 2008, Keiitucly Power’s “carryiiig cost cliarge” calculated in accordance with tlie 
iiew True Sales Opiiiioii would be coiiipited by iiiultiplyiiig AEP Credit’s iiiteriial cost of credit 
€or the date (tlie same 0.0001 1 reported in Case No. 2009-00038), tiiiies tlie estimated iiuiiiber o€ 
days reqiiired of the accounts receivable to be paid (column (“f”)), times tlie accounts receivable 
factored 011 date (colmiiii (“j”)), to yield the “carrying cost cliarge” (labeled “IQ actual carrying 
cost incurred.”). This carrying cost charge is then divided by I<eiitucky Power’s accounts 
receivable balaiice that day (colwiii (a)) to yield the “actual cost of capital as a percentage of the 
accounts receivable balaiice (column (‘3”)). This aiiiouiit was reported in Case No. 2009-003 16 
as tlie “daily carrying cost charge.” 

The effect of daily differences in tlie aiiiouiit of accounts receivable factored on the “daily 
carrying cost charge” is illustrated by coiiipariiig tlie computed charges for April I , 2008 aiid 
April 2, 2008. On April 1, 2008 AEP Credit’s iiiteriial cost oE capital was 0.0001 1. On April, 2, 
2008, that cost was 0.000107. Tliese were tlie figures reported as tlie “daily carrying cost 
charge” in Case No. 2009-00038. 

On tliose same two days, Keiitucky Power factored $2.977 iiiillioii aiid $7.596 iiiillioii in 
accounts receivable. This led to carrying cost charges of $10,726.98 aiid $26,619.40 on those 
days (and daily carrying cost charges of 0.00027 a id  0.000SS4) even though the iiiteriial cost of 
capital oiily cliaiiged sliglitly froiii 0.0001 1 to 0.000107 between tliose two days. 

WITNESS: Errol I< Wagiier 
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Kentucky Power Company 
Accounts Receivable Financing 

for the Two Year Billing Period Ending June 30,2009 

AEP Credit - Internal Cost incurred KP -Actual Carrying Cost Incurred 
Previous 
Month's 
Average 

Daw Total KP "Actual 
Daily Cost of AEP Credit - Daily Cost Outstandin Discount Carrying Cost 

Date AIR Balance Capital Internal Cost N R  Factored of Capital Factor Incurred 9 
(a) (b) (c) = (a) x (b) ( 4  (e) (f) (9) = (e) x (f) (h) = (6) x (9) 

_ _  
107% 9?5! 

0003504 5,692-34 
a 003504 6,742 05, 

0 OD0000 0 00 
0 004365 

0 004324 

0 003603 - __ __ __ 
0 003504 26.619-44 

0 000000 - O!?! 

0 004365 4249_qf! 

0 004324 7?2005 
0004324 - 3J96.3 
0 000000 o_oo 

0 00 0 0"0000 _ _  - 
5,866 67 0 004324' __ _ _  
7,633 12 0 004324 . _.._. ^ _ _ _  

0 004242 6,083 52 
3,260 38 0 004242 - - - 

0 004242 6,10(1 98 
a OOOODO _ _  0OO 
0 000000 0 00 
a 004242 
0 004242 ____^_I- 

-. _ _ _ _  3,75577 ~ 

_ _  . 5,721 64 

3,706 30 
5,225 31 
3,744 64 0 004161 

0 004161 - __ - 4,332 20 
0 004161 ______ 2,765 52 

0 00 0 000000 _ . 
0 00"000 0 00 

8,629 87 0 004161 
0 004161 9,272-59 

10,686 64 0 004120 
3,794 36 0 004 ' 20 __ - 

0 004120 22,63_0_ z_? 
0 000000 0.00 
0000000 _ _ _  0 00 
0 004120' 7,449-93 __ 
0 004120 3,266 45 
0 003157 3,516 61 
0 0031 57 4,080_01_2 
0 003157 _ _  __ 6,181 E5 

0 00 0000000 - _ _  
0 000000 0 00 
0 003 157 2,3?!_2_2 
0 0031 57 4,166 z') 

4,909 63 0 003095 _- 
0 003095 4,2_3165 
0 003095 3,61013 
0 000000 0 E0 
0 000000 0 00 
0 003095 3,570_41 
0 003095 3,085)5 

3,463 10 
0 003032 2,8 93-L6 
0 003032 3,447 70 

0 00 0 000000 
0 00 0 000000 
0 00 a OOOOOD ... - 

0 003032 3,65840 
0 003001 599533 
0 003001 4,847 98 
0 003001 8,5950j 

0 00 0 000000 . 
0 aooooo 0 00 
0 003001 6,431 -E 
a a03001 15,724 02 

0 002970 ??2!5_87 
0 003236 4,ci908_0 
0 ooooao 0 00 

-- - 

____ ._ 

__ _- 

- _. . ____-^I 

0 003032 _ _  

- _-- 
- ____- 

5,886 33 _.___ - ____ 0 002970 

0 000000 0 00 

Actual Cost of 
Capital as a % 
of Total N R  

Balance 
(i) = (h) /(a) 

0 000270 
0 000584 
0 000124 
0 000145 
0 000000 
0 oooooa 
a 000082 
0 0001 10 
0 000129 
0 0001 72 
0 000088 
0 000000 

0 000137 
0 000196 
0 000 158 

0 000162 
0 000000 

0 000101 
0 000 150 
0 000 1 09 

0 000082 
0 000000 
0 000000 
0 000250 
0 000260 
0 000287 
0 0001 03 
0 000549 
0 000000 

a O O O O ~ O  

0 000086 

0 ooaooo 

a aoo I 27 

a OOOOOD 
0 0001 80 
0 00008 1 
0 000088 
0 000105 
0 000156 
0 000000 
0 000000 
0 o~o060 
oooai ig  

a 000 i 04 
a oooooo 
a ~ 0 0 0 0 0  

0 000140 
0 000 122 

0 000 104 
0 000093 
0 000107 

0 000 108 

0 000000 
0 000000 

o oaoogi 

0 000000 

oao0116 
a 000 184 
0 0001 50 
0 000252 
0 000000 
0 000000 
a 000 i 82 
a 000403 
a 000147 
0 000 106 
0 000116 
0 000000 
0 oaoooo 
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Kentucky Power Company 
Accounts Receivable Financing 

for the Two Year Billing Period Ending June 30, 2009 

AEP Credit - Internal Cost Incurred KP -Actual Carrying Cost Incurred 
Previous 
Month's 
Average Actual Cost of 

Days Total KP -Actual Capital as a % 
Daily Cost of AEP Credit - Daily Cost Outstandin Discount Carrying Cost of Total AIR 

Factor Incurred B a I a n c e Date AIR Balance Capital Internal= AIR Factored of Capital g 
(a) (b) (c) = (a) x (b) (d) (e) (fl (9) = (e) x (fl (h) = (d) x (9) (1) = (h) I (a) 

0 000094 
0 000175 
0 000075 
0 000123 
0 000126 

0 000000 
0 ooooaa 

a 000146 
a 000125 
0 000122 
0 000105 
0 000121 
0 000000 

0 000095 

0 000125 
0 000242 
0 000237 

0 000000 
0 000273 
0 000124 

0 000447 

0 000000 
0 000000 
0 000104 
0 0001 12 
0 000106 
0 000125 
0 000080 

0 oomaa 

a oooi15 

0 ooaooo 

0 000204 

a OOOODD 

a oooooo 
a oooooo 
0 000098 
0 000144 
0 000082 
0 000096 
0 a0009 1 
0 000000 
0 000000 
0 000089 
0 000095 
0 000088 

a oooooo 
a oooooo 

0 000092 
0 000151 

0 000145 
0 000162 
0 000295 

0 000084 
0 000000 
0 000000 
0 000463 
0 000080 

0 000102 

0 000085 

a 000092 

a 000103 
a OOODOO 

a 000052 
0 000000 

0 000090 
0 0001 13 
0 000085 

0 000000 
0 000071 
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Kentucky Power Company 
Accounts Receivable Financing 

for the Two Year Billing Period Ending June 30, 2009 

AEP Credit - Internal Cost incurred KP -Actual Carrying Cost Incurred 
Previous 
Month's 
Average Actual Cost of 

Days Total KP -Actual Capital as a % 
Daily Cost of AEP Credit - Daily Cost Outstandin Discount Carrying Cost of Total AIR 

Date AIR Balance Capital internal Cost AIR Factored of Capital g Factor Incurred Balance 
(b) (c) = (a) x (b) (d) (e) (f) (9) = (e) x (f) (h) = (d) x (9) (i) = (h) I (a) 

_ _  - 
0 O"000"I _ _._ 0 00, 
0 0028191 3,21755' 
0 002819 4,442_ 56 
0 002789 2,!8!? -52 

0 000000 _ _  0 9 0  
0 ooaooo __ 

a 002789 

0 0; 0 oooooa 
0 000000 - 0 0 9  
0 oaoooo 

0 002789 7,04604 

0 000000 _ _  0-00 
0 000000 0 0! 

0 002789 2,490 26 
0 002789 2,562 771 

0 00 
2,660 0 002789 

0 002789 6,409 37 
6,523 35 
9,560 2_0 0 002789 

0 002789 . . 3,451 ___. 56 

__ -- 
__ _- - __ 
- _--- 

__ 

0 00 
0 002789 3,573 70 

0 002789 16,225 60 
a 002789 2,859 72 

__. _ _  

0 "03232 - 5,739 04 - 
0 "03232 - 6,175 52 
0 003266 2,868 37 __ 

0 003266 4,860 52 
0 00 0 000000 
0 00 0 000000 

4,392 77 0 003266 
0003266 - - 3,147 15 
0 003266 - - 3.856 96 
0 003266 . 3,372.19 

0 00 

2,752 75 0 ""3266 
0 003436 2,807 82 

6,609 39 

0 003266 4,53668 

- --_- 
-. - 

0 003266 %5?1_92 
__ - 

0 000000 0 00 
0 000000 - 
0 003266 3,06756 

. - __I_ -. 

0 003436 .__.__ _ _  
0 003436 7,301122 
0 000000 0 00 

__ ._ ___. 5,770_84 

0 003436 22,2_2340 

0 oaoooo 
0 oaaooo 0 0 0  

0 00 0 000000 
0 003436 11,300-7_4 ____ 
0 003436 
0 003436 5,420 55 

0003436 - 4,7411-6 
0 00 

0 003436 5,493z6 
0 00326 1 5,876 02 
a 003455 6,307-20 

4,013 28 0 003455 

0 00 
a OODOOO 0 00 
0 003455 

0 003746 3,40222 
5,436 79 - 0 003746 

__ - - - ___ 

- 

-. .-__ 
0003455 5,7531: 
a 0000ao 

6,59'j53 
0003455 5,8247.8 

0 003746 5,42222 
0 000000 0.00 

a 003746 5,95817 
0 003746 0.613_J 

0 00381 0 5*668 44 

- __ 
____ - - 

0 00 
_I_ - 0 000000 

0 003746 4,238_ z4 

0 00381 0 8,723 50 

a oooaao 

0 00~077  

a O O D O ~ O  

0 000073 
0 000116 

0 000068 
0 000071 

0 000000 
0 000074 
0 000174 
0 000175 
0 000245 
0 000088 
0 ooaaoo 
0 oooaoo 
0 000000 
0 000093 
0 000178 
0 000368 
0 000065 
0 000000 

0 000130 

0 000068 
0 000108 
0 0001 17 

a ODOOOO 

a 000143 

0 000000 
0 aooooa 

0 ormi 08 
0 000079 
0 000097 

0 000108 

0 000100 
0 000000 
0 000000 
0 000093 
0 000088 

0 000206 

0 000000 
0 000000 

0 000162 

0 000546 
0 0001 17 
0 QOO000 
0 000000 
0 000135 
0 000143 
0 0001 54 
0 000099 

0 000000 
0 000000 
0 000164 
0 000 143 
0 000086 
0 000153 
0 000152 
0 000000 

0 000172 
0 000191 
0 000127 
0 000168 

0 a00090 

0 000221 

0 00031 8 

a 000153 

0 000141 

a ooooao 

0 000250 
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Kentucky Power Company 
Accounts Receivable Financing 

for the Two Year Billing Period Ending June 30, 2009 

AEP Credit - Internal Cost Incurred KP -Actual Carrying Cost Incurred 
Previous 
Month's 
Average Actual Cost of 

Days Total KP -Actual Capital a s  a % 
Daily Cost of AEP Credit - Daily Cost Outstandin Discount Carrying Cost of Total AIR 

Factor Incurred B a I a n c e Date AIR Balance Capital Internal Cost AIR Factored of Capital g 
(a) (b) (c) = (a) x (b) (d) (e) (f) (9) = (e) x (0 (h) = (dl x (9) (1) = (h) I (a) 

0 000000 - 0 3  
0 000000 0 EO 
0 003810 7 1508 59 
0003810 ! 5248 04 
0 003907 12,211 16 
0 003907 9,740_?__3 
0 000000 OOO 
~ a o o o ~ o  .. 0 00 
0 003907 5, @g jii 
0003907 33,09364 
0 003875 4,598PO 
0 003875 5,2;(15747 
0 003053 5,553 95 

0 00 0 000000 . 
0 000000 0 00 
0 003053 4$j4!7 
0 003053 6,887 57 
0 003053 4,5?4 71 

3,888 10 0 003053 
!PI 3 3  0002976 

0 000000 0 00 
0 00 0 000000 .__ _- 

6*!E?! 0 002976 
3,679 26 0 002976 

0 002976 3,995 04 
3,541 _ _  82 0 002798 
6,211 17 o a02798 

0 000000 0 00 
0 00 0 000000 

0 002798 - 5,178 38 
0 002798 10,182 671 
0 002620 9,399 zg 

0 00 0 000000 
040 0 000000 
0 00 0 000000 - 

0 000000 0 00 
4,920 02 0 002620 __ . - - 
7,068 41 0 a024171 ..- 

0 a024 17 6,1007 1 
16,881 63 0002417 - __ _ _ _  

0 003 164 8 p  ?S 
0 000000 0 00 
0000000 0.00 
0 003 164 6,E524_6 
0 003164 7,55625 
0 002831 6,j'90-17 
0 002831 7,499 31 
0 002831 __ 8,03499 _ _  
0 000000 0 00 
0 000000 PO! 
0002831- 7,120 1! 
0 002831 7,602-43 
0 002631 991_0-9? 
0 00263 1 __ 6,271 58 
0002631 6,71765 
0 000000 Ire!? 
o ooaaoo 0 2  
0 002631 5,845 63 
0 002631 8,223 44 

7,7918: 0 002398 
o oooaao 0 EO 

0 !O 0 000000 
o oooaoo 0 2 0  
0 000000 0 O!? 

9;467.8! 
0 002398 9N799 
0 002231 8E42.49 

0 00 0 000000 - -- 

0003907 - 6,949 __ 64 

. - - - - .- 

_ _  _ _ _ _  

-- 

- .  _ _  
_ -  

0 002398 

0 000000 
0 000000 
0 00021 3 
0 000401 
0 000308 
0 000173 
0 000232 
0 000000 

0 000122 
0 000684 

0 ooaooo 

a 000096 
a 000107 
o 0001 16 

0 mol 03 

a 000085 

0 oooooa 

0 000000 
0 000000 

0 000143 
0 000098 

0 000100 

0 000000 
0 000131 
0 000083 
0 000105 
0 000093 
0 000161 

0 000000 

0 000248 

a oooaoo 

a 0001 34 

o 000222 
0 oaoooo 
0 000000 
0 000000 
0 000000 
0 0001 16 
0 000163 
0 000142 
0 000340 
0 000160 
0 000000 

0 000 136 

0 0001 37 
0 000149 
0 0001 57 
0 000000 
0 000000 

0 aoooaa 

0 000150 

a 0001 38 
a 000146 

a 0001 19 

0 aooooo 
0 a00000 
0 oaoii8 
o a00122 

0000111 

0 000 139 

0 000160 
0 000000 
0 000000 
0 000000 

0 0001 85 

0 000 157 
0 000000 

0 oaoooo 

0 aoo 184 
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Kentucky Power Company 
Accounts Receivable Financing 

for the Two Year Billing Period Ending .lune 30,2009 

AEP Credit - Internal Cost Incurred KP -Actual Carrying Cost Incurred 
Previous 
Month's 
Average Actual Cost of 

Davs Total KP -Actual Capital as a % 
Daily Cost of AEP Credit - Daily Cost Outstandin Discount Carrying Cost of Total AIR 

Factor Incurred B a I a n c e Date AIR Balance Capital Internal Cost A/R Factored of Capital g 
(a) (b) (c) = (a) x (b) (d) (e) (f) (9) = (e) x (f) (h) = (d) x (9) (0 = (h) (a) 

0 0001 12 

0 000000 
0 0001 17 
0 000303 

0 000000 

0 000073 
0 oooa62 
0 000000 
0 000000 
0 000093 
0 000066 
0 000053 
0 000062 
0 000071 
0 000069 

0 000000 
0 000063 
0 000062 

0 000000 
0 000000 
0 000053 
0 000056 
0 000052 
0 000079 
0 000088 
0 000033 
0 000076 
0 000000 

0 000000 
0 000080 
0 000178 
0 000055 
0 000000 
0 000000 
0 000081 
0 000049 
0 000079 
0 000065 
0 000060 
0 000064 

0 000000 
0 000043 
0 000072 
0 000044 

a ooooao 

0 000081 

0 000074 

0 ooaoao 

a 000084 
0 aooooa 
0 oaoooo 
0 000043 
0 00005 1 
0 000041 
0 000077 
0 000051 
0 000086 

0 000090 
0 000000 
0 000170 

0 000052 
0 000000 

0 000039 
0 000062 

a oooaao 

0 000059 

a o o m a  

0 000051 
0 000050 
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Kentucky Power Company 
Accounts Receivable Financing 

for the Two Year Billing Period Ending June 30, 2009 

AEP Credit - Internal Cost Incurred KP "Actual Carrying Cost Incurred 
Previous 
Month's 
Average Actual Cost of 

Days Total KP -Actual Capital as a % 
Daily Cost of AEP Credit - Daily Cost Outstandin Discount Carrying Cost of Balance Total AIR 

Factor Incurred Date A/R Balance Capital Internal Cost AIR Factored of Capital g 
(a) (b) (c) = (a) x (b) (d) (e) (0 (9) = (e) x (f) (h) = (d) x (9) (0 = (h) (a) 

0 001606 .__ 2475 ___ 3_6 
0 001606/ 3,54656 

0 00 a oooooa __ - a oooooo 0 00 
0 001606 2,8?9 22 
0 001606 3,566 02 
0 001505 1,605_72 
0 001505 2,33232 

0 00 0 000000 __ - 
0 000000 0 00 

2,466 i? 0 001505 
0 001 505 2,39211 
0 001 505 22j016. 

2,448 24 0 001438 
2_p 0 001438 

3,669_3_5 0 001438 
0 00 0 000000 ___ 

o oooaao 0 00 
__ 3,298 98 a 001438 
3,258 90 a 001438 

0 001438 . 3,133 38 
0 001438 9,781 41 

0 00 0 000000 _I-- 

0 00 0 oaaooo 
0 001438 . 3,l  f 6  24 
0 001438 2,0D901 
0 001488 ?,Q65!! 
0 001454 2z. .92 
0001454 ZL8!?L2 
0 000000 0 00 

0 000000 o_o_o 
0 00 0 000000 

0 001454 1,98615 
0 001454 2,607 94 

- _ _  -- -- 

__-- I 

0 001454 2.768_92 
0 001454 2>2?103 
0 000000 - -- 
0 ooaaoo 0-0!? 
0 001454 1,86_5_59 
0 001454 1.9_9_8 9.0 
0 001454 - 2,645 29 
0 001419 1.72481 
0 001419 115_8@09 
a 001419 1,68284 
0 000000 oo!? 
0 001419 1,L1327 
0 001419 

3z_8?6!?5 

0 00 

0 00 

4,407 08 
0001384 
0 001 384 3,020_60 

1,503,056,72 

__ - 0 000000 

.__ ___- 

0 000046 
0 000071 
0 000000 
0 000000 
0 000058 
0 000073 
0 000033 
0 000048 

0 000000 
0 000050 
0 000051 
0 000049 

0 aoooao 

0 000053 
a 000036 
0000078 
0 000000 
0 000000 
0 000069 
0 000068 
0 000065 
0 0001 85 

a oooaoo 
0 000000 

0 000058 
0 000037 
0 000056 
0 000043 
0 000054 
0 000000 

0 000000 
0 oaoooo 

a 000038 
a 000057 
a 000061 

0 aoooaa 

0 000046 
0 000062 

a 000041 

a OOODOO 

0 000 1 a3 
a 0000~7  

0 000050 

0 000000 
0 000042 

0 000041 
0 000039 

0 000000 

0 000042 

0 000067 
0.000088 

3.1664% 

Average AIR Balance 04/01/08 - 04130109 

AEP Credit - Internal Cost of Capital 04/01/08 - 01 
KP -Actual Cost of Capital 04/01/08 - 04/30/09 

44,758,222.04 

2.9634% Internal Cost Incurred / Average A/R Balance I395 x 360 

3.0606% Actual Carrying Cost Incurred / Average AIR Balance I395 x 360 
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Page 1 of 1 

Kentucky Power Company 

REQUEST 

Please refer to tlie Company's response to tlie Coiiunissioii Staff Iiiforiiial Coii€ereiice data 
requests dated October 7, 2009 Itein No. 1, page 22 of 22. In light of your respoiise to Data 
Request No. 3 is the average aiuiual carrying cost rate properly calculated? If so, please explain 
tlie iiietliodology aiid theory under1 ying the calculations. 

RESPONSE 

Yes, tlie average aiuiiial carrying cost rate is properly calculated. The long-term debt, short-term 
debt and tlie coiiiiiioii equity methods of calculatiiig the carrying costs for I<PCo have iiot 
changed. Only the Accounts Receivable Financing iiietliodology changed due to the chaiige in 
tlie True Sales Opiiiioii as discussed in the Coiiipaiiy's respoiise to Item No. 3.  

Tlie iiew iiietliodology for calculatiiig the Accouiit Receivable Finaiiciiig is as follows, tlie daily 
cost of capital is iiiultiplied by tlie previous month's average days tlie factored accounts 
receivable were outstanding, to arrive at tlie discount factor. Tlie discouiit factor is multiplied by 
tlie daily amount of account receivables to be factored, to arrive at KPCo's actiial carrying cost 
incurred in dollars. IoPCo's actual carrying cost incurred in dollars is then divided by the daily 
account receivable balance, to arrive at the actual cost of capital as a percent of the daily accouiit 
receivable balance. Tlie reason tliere are zeros for Saturday, Sundays aiid Holidays is tliat 
account receivables are not factored 011 those days. The cost of carrying tlie accounts receivable 
balances oil the weelteiids and holidays is a part of tlie cost incurred each time tlie accounts 
receivable are factored. Matliematically the cost of tlie weelteiids and liolidays is iiiade part of the 
overall cost by multiplying the expected iiuiiiber of days tlie accounts receivable will reiiiaiii 
oittstaiiding (calculated by using the previous month's average days tlie accounts receivable were 
outstanding), wliicli would include weelteiids aiid holidays, by the daily cost of capital. 

WITNESS: Errol I< Wagner 





ICPSC Case No. 2009-00316 
Commission Staffs Data Request 

October 28,2009 Informal Conferelice 
Item No. 5 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Please provide the schedules included in tlie Company’ s respoiise to the Comiiiissioii Staff 
InEormal Conference data requests dated October 7,  2009 Item No. 1 (pages 5-20 of 22) in 
electronic forinat. 

RESPONSE 

Please see the CD attached. 

WITNESS: Errol I< Wagner 


